M10. CA 


4 11767196 6 


IN3S - 946 


Canada 


Unemployment Insurance Advisory Committee 


Annual Report 


; 
° 7 
) : . 
: — . : -_ 
i - 
7 5 - 
- _ 7 = a 
4 a 7 
7 rr 7 . 
-s «6 
" o a \** ¢ 
. a . _ - - 
_ ‘” $8 1) 
ee ss Vt 
: 7 7 7). ra 
a ; : 
7 7 , : a - = 
- | a D 
ae 
rT 1? 
an) .. " a - 
: a +9 - 
“ Vs : 7 . 7 
] . : - 
i 7 > 2 _ 
- ; LY] 


Canada Canada 


IA Oe. io Unemployment Insurance Assurance-chomage 


Annual Report 


Annuities 
19751976 


ovmuceernt = 


oe Unemployment insurance | Assurance-chémage Uhecetiong 
Canada Canada 


Ottawa, December 15, 1976 


To the Honourable Bud Cullen 
Minister of Manpower and Immigration 


SE gD 

On behalf of the Unemployment Insurance Commission, 
I have the honour to submit for the information of Parliament 
the annual report on Government Annuities, covering the 
Dem OdMLLCOMBADI ital sel Ono to eMarch 3171976". 


The report is prepared in compliance with Section 
16 of the Government Annuities Act. 


Respectfully submitted, 
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General 


The Government Annuities Act, authorizing the sale 
of government annuities, came into force on 
September 1, 1908. The purpose of the program was 
to assist Canadians to provide for their later years. 
Annuities were bought either by individuals or by 
employers in the form of pensions for registered 
employees. At first, the maximum annuity was 
limited to $600 per annum. In 1931 it was increased 
to $1,200 per annum. Today, the average annuity 
payment is about $640 per annum. 

The Act was one of the first significant pieces of 
social legislation in Canada. However, by the 1960's, 
other forms of social legislation such as the Canada 
Pension Plan, the Old Age Security, and the 
Guaranteed Income Supplement, had been 
developed to serve the social needs of Canadians more 
effectively. Consequently, in late 1967, the annuities 
sales force was disbanded and active sales promotion 
of government annuities was discontinued. 

Since 1970, no new contracts were made with 
employers and, in 1975, only 27 new employees were 
registered under existing contracts. Thirty-three new 
individual contracts were sold. 

The increasing inflationary pressures and interest 
rates of previous years prompted the government to 
increase the rate of return on government annuities. 
Thus, in the June 1975 budget speech, the govern- 
ment announced its intention to raise the rate of 
return on government annuities to a level more 
representative of the range of rates available in the 
private sector. 


Government Annuities 
Improvement Act 

The Improvement Act came into force on December 
20, 1975, improving the rate of return on government 
annuities, providing for greater flexibility in annuities 
administration, and formally terminating the sale of 
annuities. Employers, however, will be permitted to 
register new employees on existing contracts up to 
March 31, 1979. 

The interest rate on annuities was increased to 7 
per cent. Maturing contracts were further enriched 
by a percentage increase related to the original 
contract rates of interest. Retroactive to April 1, 
1975, the increases ranged from 32 per cent for those 
contracts with a contract rate of interest of three per 
cent to 10 per cent for those with a rate of interest of 
5 1/4 per cent. The increases are subject to periodic 


review depending on future interest rate fluctuations, 
however, the rate of return may never be less than the 
original contract rate. While the maximum annuity 
which may be purchased is still $1,200 per annum, 
the Act provides that the previous $1,200 ceiling on 
annuity payments may be exceeded to enable 
annuitants at the maximum to benefit from the 
increased rate of return. 

For February 1976, the new rate was applied 
retroactively to annuity contracts under payment, 
while annuitants with contracts that came under 
payment after the end of February began receiving 
the increased rate immediately. 

The Improvement Act also included a number of 
housekeeping changes designed to improve the 
administration of the annuities program. These 
allowed more flexibility in the way in which annuities 
were paid and protected the annuitant’s interest when 
the purchaser was someone else. 


Operations 1975:76 


The balance of the Government Annuities Account 
as of March 31, 1976 stands at approximately $1,241 
million. At fiscal year end, as indicated in the 
financial statement, the account was in an actuarial 
deficit position of approximately $5 million. Interest 
credited to the account is at the rate of 7 per cent; in 
former years it was at lower rates of interest. Of the 
additional interest from enrichment credited in fiscal 
1975-76, about $16 million was actually paid for 
annuities under payment. 

Annuity instalment payments totalled 
$85,416 511. Premium refunds were $5,523,469. The 
number of instalment cheques issued was 1,442,616. 
Refund cheques were mailed to 2,079 recipients. 
Premium income was $3,991,000. 

There were 8,809 annuities which came under 
payment during the year. As of March 31, 1976, the 
total annuities under payment were 131,741 held 
by 108,300 annuitants. There are 173,830 annuities 
which have yet to come under payment. The total of 
vested annuities and annuities not yet under payment 
was therefore 305,571. Administration of annuities 
will continue well into the 21st century, with the last 
annuity coming under payment around the year 
2030. 

Deaths under vested annuities totalled 5,742. It is 
projected that the number of deaths will continue to 
increase until around 1990, at which time they will 


exceed the number of annuities coming under 
payment. The average age at death for males was 76.1 
and for females it was 81.6 years. There were 27 
centenarians receiving payment at the end of the 
fiscal year; 14 became centenarians during the year 
and were still living as of March 31, 1976. The three 
oldest were age 104. 


Administration 


The new organizational structure, implemented in 
1974-75, consolidated the administration of pension 
plans and individual contracts into one division and 
has greatly improved the overall functioning of the 
Annuities Branch. The Quality Control group has 
been effective in reviewing and updating operations 
and procedures and has therefore ensured that the 
branch fulfills its obligations under the terms of the 
legislation. 

Employer pension plans are now being placed on 
the electronic data processing system to improve 
services to employers and registered employees 
concerning the status of their pension plans. 
Individual annuities are already on the system. 

Internal controls and procedures are continually 
examined to ensure that clients receive the best 
possible service, and that the branch complies with 
current administrative requirements of other federal 
or provincial departments of government. 

In early July, the President of Treasury Board 
announced that, along with the Central Index section 
of UIC, the Annuities Branch would be transferred 
to Bathurst, New Brunswick in 1979. This follows the 
government's policy to relocate components of 
federal departments to parts of the country that have 
high unemployment rates. 


Actuarial Valuation 


The actuarial deficit in the account is mainly 
accounted for by the fact that multirate pension plan 
certificates were re-evaluated from the valuation rate 
of 5 percent to their original contract rates (which 
ranged from 3 percent to 5 1/4 per cent) and were 
then increased according to the new contract rates 
specified by the Improvement Act. 

The deficit in the account will be recovered from 
the Consolidated Revenue Fund. 


Actuarial Certificate 


The Director, Actuarial Services, has certified that 
the reserves determined in respect of annuity 
contracts in force as of March 31, 1976 (as per the 
valuation summary attached hereto) were calculated 
in accordance with subsection 15(1) of the Govern- 
ment Annuities Improvement Act and Regulations 
pertaining thereto, and that, in conjunction with the 
valuation bases prescribed for newly-matured 
business, make good and sufficient provision for all 
unmatured obligations guaranteed under the terms of 
the government annuity contracts in force as of 
March 31, 1976. 


Financial Statements 


Financial statements of the Government Annuities 
Account, together with the report of the Auditor 
General of Canada for the fiscal year ended March 31, 
1976, are attached, as follows: 


Appendix! — Certificate of the Auditor General 
of Canada 

Appendix I! — Balance Sheet of the Government 
Annuities Account 

App. idix Ill — Statement of Receipts and 


Disbursements 
Appendix lV — Notes to the Financial Statements 


Aopendix V  — Actuarial Valuation of Annuity 
Contracts and Certificates. 
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Appendix | 


AUDITOR GENERAL OF CANADA 


Ottawa, Ontario 
K1A 0G6 


September 16, 1976 


ThesHonourable-Bud*s¢wlven, P.C., MiP ., 
Minister of Manpower and Immigration, 
Ottawa, Ontario, 

KLANOT9:s 


Dear Mr. Cullen: 


I have examined the balance sheet of the Govern- 
ment Annuities Account administered by the Unemployment 
Insurance Commission as at March 31, 1976 and the statement 
of receipts and disbursements for the year then ended. My 
examination included a general review of the accounting 
procedures and such tests of the accounting records and other 
supporting evidence as I considered necessary in the circums- 
tances. 


In my opinion, these financial statements give 
a true and fair view of the financial position of the Account 
as at March 31, 1976 and the results of its operations for 
the year then ended, in accordance with the accounting policies 
set out in Note 1 applied on a basis consistent with that of 
the preceding year. 


Yours sincerely, 


(Original signed) 
J.J. Macdonell 
Auditor General 
of Canada 


Unemployment Insurance 
Commission 


Government Annuities Account 


Balance Sheet as at March 31, 1976 


Assets 


Deposit with 
the Receiver General 
for Canada 


Accrued interest 
due from Canada 


Accounts receivable 


The accompanying notes are an 
integral part of the financial 
statements. 


Certified correct: (Original signed) 
Fern Godbout 


Director General, 

Finance and Administration 
Approved: (Original signed) 
C.C. Tuck 


Chairman 


1976 


$1,164,780,984 


84,494,757 


689,453 


1975 


$1,201,835,256 


49,066,014 


690,889 


$1,251,592, 159 
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Liabilities 


Accounts payable 
Balance at beginning of year 


Deduct: excess of disbursements 
over receipts for the year, 

per Statement of Receipts and 
Disbursements 


Balance at end of year 


1976 1975 
$ 8,027,146 $ 47,992 
Unpaid Annuities (note2) 
1,251,544, 167 W272 127-982 
(10,206,119) (20,583,815) 
1,241,338,048 1,251,544,167 


$1,249 365,194 $1,251,592,159 


Unemployment Insurance 
Commission 


Government Annuities Account 


Statement of Receipts and Disbursements 
for the year ended March 31, 1976 


Receipts 


Interest 
Premiums 
Other 


Disbursements 


Annuities 
Actuarial surplus at March 31, 1974 
and 1975 transferred to Canada 
Refunds of premiums 
Administration 
Salaries, wages and other 
personnel costs 
Professional and special services 
Service fees paid to Unemployment 
Insurance Account 
Rentals 
Utilities, materials and supplies 
Transportation and communications 
Other 


Excess of disbursements over receipts 


Less portion provided by — 
Parliamentary appropriations 
Government departments which provided 
certain major services without charge 


Excess of disbursements over receipts 
charged to the Government Annuities 
Account 


The accompanying notes are an integral part of 
the financial statements. 
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1976 


$ 84,494,757 
3,990,616 
16,610 


88,501,983 


85,416,511 


7,768,122 


___ 5,523,469. 


1,433,895 
221,697 


169,512 
129,436 
19,870 
10,173 
265 


1,984 848 
100,692,950 


12,190,967 


1,646,848 


338,000 


1,984,848 


10,206,119 


1975 


$49,066,014 
4,677,118 
41,440 


53,784,572 


68,433,071 
5,935,316. 
1,241,929 
193,986 
150,000 
129,689 
20,328 


40,369 
5,983 


1,782,284 
76,150,671 


22,366,099 


1,449,284 
333,000 


1,782,284 


20,583,815 


Unemployment Insurance 
Commission 


Government Annuities Account 


Notes to the Financial Statements 
March 31, 1976 


1- Accounting Policy. 


In accordance with section 15(1) of the Government 
Annuities Improvement Act the liability for matured 
annuities represents their actuarially computed 
present value at fiscal year end and the liability for 
unmatured annuities represents the amount of 
annuitants’ premiums paid, together with accrued 
interest thereon. 

The practice followed since inception of the 
Account to March 31, 1973 was to transfer annually 
to revenue of Canada any actuarial surplus, and to 
charge any deficiency to Canada. Pending receipt of 
the required authority to continue this practice, the 
Commission decided beginning with the fiscal year 
1973-74 to retain in the Account any actuarial 
surplus or deficiency disclosed by valuation pursuant 
to Section 15 of the Act. Since this authority has 


2:Unpaid annuities. 
The balance of unpaid annuities at March 31 
comprises: 


Annuitants’ premiums and accrued 
interest for unmatured annuities 


Present value of matured annuities 


Actuarial surplus (deficit) 


3: Comparative figures. 
The presentation of the 1975 figures has been 
amended to conform with the 1976 format. 


Appendix IV 


now been granted by virtue of Section 15 of the 
Government Annuities Improvement Act, the 
accumulated surplus at March 31, 1975 was 
subsequently transferred to Canada in June, 1976. 

Included in the reported disbursements are 
amounts for services provided without charge by 
other government departments. Acquisitions of 
furniture and equipment are expensed in the year of 
acquisition. 

Disbursements for the year include amounts paid 
in April 1976 relating to work performed, goods 
received or services rendered prior to March 31, 1976 
and the amount transferred to Canada in June 1976, 
for the actuarial surplus accumulated from March 31, 
1973 to 1975. 

Receipts for the year include accrued interest. 


1976 1975 


$ 627,324,266 $ 639,902,658 


618,758,535 603,873,387 
(4,744,753) 7,768,122 


$1,24 1,338,048 $1,251,544,167 


Valuation March 31, 1976 
of Annuity Contracts 
and Certificates 


Classification 


Vested: 


Males, ordinary annuities 
Females, ordinary annuities 
Males, guaranteed annuities 
Females, guaranteed annuities 
Reducing at Old Age Security Age 
Last survivor ordinary 

Last survivor guaranteed 
Annuities certain 

Temporary annuities 


Total vested 


Deferred contracts and 
certificates 

Death benefits by 
instalments 

Cheques due on suspended 
annuities 


Provision for unpaid 
additional annuities 


TOTAL 


Number 


31,969 
28,224 
40,295 
15,087 
4,057 
3,403 
193 
6,007 
2,506 


131,741 


173,830 


130 


Appendix V 


Amount 


of annuity 


21,115,311 
15,455,467 
27,240,626 
8,093,244 
5,286,211 
2,447,303 
100,496 
4,129,068 


940,529 


84,808,255 


Present value 
of annuities 
in force 


126,713,172 
106,200,443 
238,538,799 
81,001,427 
24,654,150 
22,902,399 
1,066,724 
US SiOnis5 


3,257,436 


618,193,625 


627,324,416 
239,376 


289,534 


36,000 


1,246,082,951 
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